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In this paper, we study the strategic use by banks of their brokerage activities. 
We consider a situation where N competing banks engage in brokerage activities 
and have access to private information about the liquidation value of a risky asset could use 
their brokerage divisions to enhance their own profits. Selling brokerage activities, banks 
receive orders from their clients. This order flow is considered as uninformative i.e. as being 
noise. The banks’ ability to observe part of the total order flow i.e. its own volume and the 
one of its clients, even though it does not incorporate any private information, gives valuable 
information concerning the level of noise trading in the market.  We show that taking 
advantage of that information, i.e. the strategic use of their brokerage activities, increases the 
banks’ expected profits. However, we prove that the aggregate expected profit is lower when 
banks strategically use their brokerage activities. 
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